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Inequality in 30 Years 
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Inequality in the 1990s 
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Inequality in the 2000s 
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Why did inequality fall in the 
2000s?   

Demographic factors 
Labor markets: Fall in wage gap 
•  Higher demand for low-skilled workers 
•  Higher employment 
Policy 
•  Educational upgrading 
•  Increase in government transfers targeted 

to the poor: the CCT “revolution”  
•  Increase in minimum wages 
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Decline in Inequality and Poverty due to Direct Taxes and Transfers 

Decline in Inequality (Gini coefficient; in %) 
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Decline in Poverty (Headcount Ratio with US$2.50 a day poverty line; in %)!
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Figure 4 - Government Spending and Decline in Inequality and Extreme Poverty 
 
Large governments do not necessarily lower inequality by more… 

 
 
Large governments do not necessarily lower extreme poverty by more… 
 

 
 
Source: Lustig, coordinator (2012). Percentage change in Gini coefficient and headcount 
ratio for the US$2.50 a day poverty line. Primary spending excludes debt servicing. 
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Figure 7 – Change in Income by Decile After Cash Transfers and Direct and Indirect Taxes 
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Figure 9 – Distribution of Market Income and Distribution of Public Spending on 
Education and Health (by decile)!
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Figure 9 (continued) 

 

Source: Lustig, coordinator (2012).!
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